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Linking Market Orientation to International Market Selection and International 
Performance
 
Abstract  
One key strategic decision in a firm’s internationalization process is the international 
market selection (IMS). IMS must match the firm’s own-specific resources and 
capabilities for optimal performance. This research, drawing on the resource-based 
view, investigates how a firm’s market orientation (MO) resources and capabilities 
influences the firm’s IMS between culturally close and distant markets and how the 
matching of MO and IMS impacts on its international performance. We hypothesize 
that market-oriented firms tend to choose culturally distant markets that help them 
exploit their MO. Firms with a fit between MO and IMS tend to perform better 
internationally than those without such a fit. Both hypotheses are supported by our 
database of Chinese manufacturing firms expanding internationally.  
 
Key words: market orientation; international market selection; international 
performance; resource-based view; China; hierarchical binary logistic regression 
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Linking Market Orientation to International Market Selection and International 
Performance 
1. INTRODUCTION
In a firm’s internationalization process, one key strategic decision is international 
market selection (IMS) (Ellis, 2000; Ellis & Pecotich, 2001; Kumar et al., 1994; 
Papadopoulos et al., 2002). Entering new markets, in particular foreign markets, 
involves a major commitment of recourses – strategic, technical, managerial and 
financial. Due to the limitation of resources, a firm has to make a strategic decision on 
which market to enter and allocate resources accordingly. The choice of location has 
critical impact on firm’s performance because location can affect its strategic 
competitiveness, costs of productions, operation, management and transactions and the 
ability to co-ordinate international business activities (O'Farrell & Wood, 1994). IMS 
must match firm’s own-specific resources and capabilities for optimal performance 
(Brouthers et al., 2009).   
One important firm-level resource and capability is market orientation (MO)1 
(Zhou et al., 2008). MO is the extent to which a firm engages in generation, 
dissemination, and responsiveness to market intelligence pertaining to current and 
future customer needs and wants, competitor strategies and actions, and broad business 
environment (Kohli & Jaworski, 1990; Morgan et al., 2009). A market-oriented firm 
                                                        
1 The marketing concept and related constructs of MO have been debated in the literature (Harris, 2001). As Slater 
and Narver (1999, p.1168) have said, “the understanding of what it means to be market oriented and how a market 
orientation benefits the firm continues to evolve”. Given the focus of the present paper is to investigate the role of 
MO in international market selection and international performance, we adopt the widely used definition proposed 
by Kohli & Jaworski (1990) and measurement constructs proposed by Cadogan et al. (2001) without engaging in the 
continuous redefinition of MO concept.  
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proactively and systematically acquires and evaluates market intelligence concerning 
customers, competitors, government, technology and other environmental forces. This 
body of market intelligence is communicated and disseminated effectively across the 
organization through both formal and informal channels and integrated into the firm’s 
strategic decision-making process. In response to the acquired and evaluated market 
intelligence, the firm and its different departments take concrete actions in selecting 
target markets/countries and designing, producing, distributing and promoting products 
and services (Kohli & Jaworski, 1990). MO is valuable, rare, imperfectly imitable, and 
not substitutable and is one of the internal resources and capabilities that can generate 
sustainable competitive advantage (Hult et al., 2005; Zhou et al., 2008). MO enables 
the firm to respond to market intelligence in a timely and efficient manner and allows it 
to create more effective strategies for R&D, production, competition and customer 
services. 
Firms equipped with MO advantages may adopt different approaches when 
selecting international market to those less market-oriented firms. However, to the best 
of our knowledge, there is no study formally linking MO to IMS. The first primary 
contribution of this study is therefore to build on the resource-based view (RBV) to 
posit that the higher the level of MO the firm possesses, the more likely it is to choose a 
culturally distant market. Because of their adoption of a formalized and systematized 
approach to IMS, market-oriented firms can overcome “the liability of foreignness” 
through learning (O’Grady and Lane, 1996) and the establishment of organization-wide 
market-oriented culture and activity routines (Kohli and Jaworski, 1990; Narver and 
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Slater, 1990; Hult et al., 2005). Consequently, they may exhibit more preference for 
culturally distant markets in return for more opportunities than firms without MO 
advantages that perceive these markets as less attractive due to high risks and 
uncertainty involved.   
MO helps firm to achieve market success. The performance implication of MO has 
received lots of empirical attention (Jaworski & Kohli, 1996). Evidence suggests that 
firms with higher MO tend to perform better (Ellis, 2006; Kirca et al., 2005), 
particularly, in the categories of finance, customer, employee and innovation (Jaworski 
& Kohli, 1996). However, few studies examine the MO-performance link in the context 
of international performance (Cadogan et al., 2002). Our second contribution therefore 
is to provide a normative prediction by suggesting and testing the direct impact of MO 
on international performance of firms. Furthermore, we examine the synergistic effect 
of MO and IMS. As argued in the strategic fit perspective of the RBV (e.g. Barney et 
al., 2001; Brouthers et al., 2008; Peng, 2001; Wu et al., 2007), how well a firm’s 
resources, strategy and structure fit with, and support each other, determines 
organizational success. MO, being one of firm’s important resources and capabilities, is 
therefore expected to help firms that select international markets based on their MO to 
perform better than those that select international markets not aligned with their MO.  
A case in point is Haier, one of the first and best-known market-oriented Chinese 
firms. Haier has grown from its humble root as a collectively-owned enterprise – the 
Qingdao Refrigerator Factory since 1984. In early 1990s, Haier began its 
internationalization process by choosing to export to Europe and US, in addition to 
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Japan. However, Haier did not have a well recognized global brand and lacked 
international market experience. It focused on customers, competitors and other forces 
in the external environment and coordinated production and services for the market 
based on market intelligence collected and disseminated within the firm. To outwit 
market leaders like GE, Whirlpool, and Siemens, Haier adopted a strategy to meet the 
market demand of products “that were reliable, cheap and designed to meet their basic 
needs” (Zeng & Williamson, 2003). These market segments were perceived by the 
incumbent leaders as peripheral, but were quite profitable for Haier (Zeng & 
Williamson, 2003). The combination of its MO and IMS have played a vital role in 
leading to the firm’s international success. Haier was the most valuable Chinese brand 
according to a Financial Times 2005 special survey. In 2006 it overtook Whirlpool as 
the world's largest refrigerator maker (Bonaglia et al., 2007). To this date, Haier’s main 
internationalization thrust is still directed at developed countries rather than other 
culturally close markets (Child & Rodrigues, 2005). 
China is our research context being the world’s biggest and fastest-growing 
emerging economy, the second largest international trade country, and the most 
important manufacturing location for firms with both local and foreign investments 
(Murray et al., 2007). Similar to firms from other emerging economies who are still in 
the early stage of the internationalization process, the international expansion of 
Chinese firms is primarily accomplished by exporting. Unlike multinational enterprises 
(MNEs) from more developed countries, Chinese firms, as well as other emerging 
economy firms, typically do not have well-recognized global brands and lack financial 
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prowess, international market experience, resources, and managerial expertise (Hitt et 
al., 2006; Steensma et al., 2005) needed for exports. Instead these firms appear to 
employ MO as a means to overcome their disadvantages (Wei & Lau, 2008). Hence 
another contribution of this study is to show how the alignment of MO with IMS can 
help Chinese firms improve export performance. 
Given the changing nature of international business and increasing reliance of 
Chinese firms on exporting to reach international markets, this paper has important 
managerial implications for Chinese firms, and other firms from emerging economies 
who are new to the international markets. As argued by Alexander et al. (2007), firms 
are presumed to select international markets on a rational basis, but the reality is that 
many IMS decisions are characterized by a “non-systematic, strong personalized and 
essentially belief driven” process. Our findings suggest that a firm can improve its 
international performance by developing and implementing its MO and select 
international markets compatible with these resources and capabilities.  
The remainder of this paper is organized as follows. First we provide a literature 
review and develop hypotheses. After detailing research design and methodology 
including data collection and measurement development, the findings of a survey of 
Chinese firms are presented. Finally, we discuss the results and explore the implications, 
along with a discussion of limitations and future research directions.    
2. LITERATURE REVIEW AND HYPOTHESES 
With little consideration of individual firm’s resources and capabilities, past research, 
particularly the internationalization model (Johanson & Wiedersheim-Paul, 1975), 
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argues that firms seeking to enter an international market are more likely to use cultural 
distance as a “rule of thumb” (Andersen & Buvik, 2002): beginning with a culturally 
close market, then expanding to a culturally distant market when becoming more 
experienced. This is because, in the case of home and targeting countries being 
culturally close, there is familiarity in terms of language, education, social and business 
practices that can enhance information flow between the firm and markets, and in turn, 
risks and uncertainty can be avoided or minimized and transaction costs of handling 
businesses with and in the targeting country can be reduced (O'Farrell & Wood, 1994). 
In addition, the necessity of adapting product offering and relevant marketing activities 
tends to be less in a country with closer cultural distance from home. Below we will 
draw on the RBV and try to argue that firms can use their MO to overcome cultural 
distance problems, especially information asymmetry, opportunistic behavior and 
uncertainty. Matching these resources and capabilities to the target market helps 
achieve superior international performance. 
MO as Firm-Level Resources and Capabilities 
One of the fundamental propositions of the RBV is that the firm is a bundle of valuable, 
rare, imperfectly imitable, and not substitutable resources (Barney, 1991; Barney et al., 
2001; Hult et al., 2005). When firms expand into international markets, the success lies 
in their development and deployment of their resources and capabilities (Hunt & 
Morgan, 1996; Ketchen et al., 2007). One of the firm’s resources and capabilities is MO 
(Zhou et al., 2008). As explained above, MO describes such actions as generating, 
disseminating, and responding to market intelligence. A market-oriented firm possesses 
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resources and capabilities to collect and evaluate information in a systematic manner 
about current and future needs and wants of customers, the plans and capabilities of 
competitors and the changing nature of business environment. Organization-wide, MO 
implies the “systematic use of generated knowledge to guide strategy recognition, 
understanding, creating, selection, implementation, and modification” as a strategic 
responsiveness and adaptation to international markets (Hunt & Morgan, 1995, p.11). 
This enables firms to provide offering well tailored to the market more efficiently and 
effectively through, e.g. listening to and engaging with customers to deliver quality, 
differentiated products/services to meet their current requirements and anticipate their 
future demand, focusing on external forces (e.g. competitors, suppliers, regulators and 
technology) to keep up with erratic and constantly changing development and 
coordinating R&D, production, marketing and delivery of products and services in 
response to market intelligence.  
Building on the RBV, Hult, et al. (2005), Ketchen et al. (2007) and Zhou et al. 
(2008), among others, argue MO represent important firm-specific resources and 
capabilities because it is valuable, rare, imperfectly imitable, and not substitutable. A 
market-oriented firm’s concentration on customers and competition enables its 
employees’ and organization’ efforts to be coordinated when providing tailored 
offerings to customers based on market intelligence and facing up to competition 
through thorough understanding of strategies and capabilities of competitors, thus 
improving customer satisfaction and loyalty and the organizational performance. MO is 
therefore valuable. It is rare in that little is known on how to create and implement MO 
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(Zhou et al., 2008). MO is also imperfectly imitable and non-substitutable. In substance, 
MO is an organizational culture which originates the relevant behaviors for the final 
effective and efficient provision of superior value for consumers (Narver & Slater, 
1990). It is unique, intangible and hard for competitors to recognize, and therefore 
difficult to duplicate (Hunt & Morgan, 1995; Zhou et al., 2008). 
MO is particularly important in an international context. Foreign markets are far 
more complex than domestic. There are possible differences in many dimensions – 
technological, economic, political, cultural, and social. This complexity increases 
demand for market intelligence generation, dissemination and responsiveness. 
Compared to those without MO, firms with MO therefore have better understanding of 
target foreign customers’ needs and wants, competitors’ strategies and capabilities and 
external forces and can appropriately respond in a timely manner to the requirements of 
a changing environment and thereby enjoy a competitive advantage. In short, MO is 
valuable, rare, imperfectly imitable, and not substitutable and can generate sustainable 
competitive advantage. Firms with MO can take advantage of these resources and 
capabilities to overcome cultural distance and select culturally distant markets in return 
for more market opportunities and better economic rents.      
MO and IMS 
Cultural distance is viewed as the degree to which a firm is uncertain about foreign 
markets (O'Grady & Lane, 1996). It causes difficulties related to direct communication 
with existing and potential customers or a lack of access to market information (Dow, 
2000). Information is one of the most important factors for firms to minimize risks and 
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uncertainty when deciding market selection (Erramilli, 1991). Generally, the costs and 
uncertainty associated with doing business in culturally distant market would be greater 
than those with culturally close ones. Without considering resources and capabilities, 
firms are expected to enter a market which is culturally close to its home country first 
(O'Farrell & Wood, 1994) as the differences in language, education, social and business 
practices hinder information flow between firms and their international markets 
(Johanson & Wiedersheim-Paul, 1975). However, firms equipped with different extent 
of MO may vary in their IMS. For example, in the case of Haier, the firm started its 
internationalization through exporting to Europe and US first, competing in the markets 
that are the hardest to enter and then gradually expanding to other markets. This obliged 
the firm to “achieve high quality, innovation and customer service” (Child & Rodrigues, 
2005 p.395), and create internationally famous brand names and foundation for 
acquisition and merger (Zhou et al., 2005). An other case in point is Galanz, the No.1 
microwave OEM manufacturer and exporter in the world. It took advantage of its MO, 
and began its international adventure in developed countries such as North America and 
Western Europe (Gao et al., 2010; Zeng & Williamson, 2003).  
A market-oriented firm adopts a systematic and formalized approach to market 
selection and often possesses a large amount of resources, knowledge and competency 
as well as ongoing access to, and systematic analysis of, market intelligence. It may 
exhibit more preference for a culturally distant market in return for more opportunities 
or better economic rents. MO enables it to deal with differences and potential conflicts 
and to bear the risks associated with operating in the foreign market. MO can also 
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dispel the firm’s concerns about uncertainty and offer it an advantage in making 
informed decisions.  
First, a firm with market intelligence generation capabilities is not only able to 
identify valuable information sources regarding the customers and competitors in the 
targeting market (Jaworski and Kohli, 1993), but also capable of assessing the 
importance of those factors such as government regulations, technology, and 
competitors’ actions that influence customers’ needs and preferences (Kohli & Jaworski, 
1990). Market information in the targeting country is crucial for the firm’s success 
because the market can be very different from home. Market intelligence generation 
capabilities enable the firm to exploit business opportunities in a culturally distant 
market by having a deeper understanding of customers and competitors e.g. through 
informal discussion with customers and teaming up with local firms to acquire 
information on changes taking place in the market. Additionally, obstacles such as a 
high level of uncertainty in culturally distant markets can be decreased when a firm is 
equipped with market intelligence because it is “inherently a learning organization” and 
has the ability to engage in adaptive, but most importantly, generative learning (Slater 
& Narver, 1998). 
Second, the firm’s market intelligence dissemination capabilities allow it to share 
information generated about customers, competitors and the external environment 
throughout the organization and create a consensus as to the meaning of this 
information (Sinkula, 1994). Gathering information about a market does not necessarily 
lead to knowledge of that market unless it is interpreted correctly and disseminated 
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across the firm (O'Grady & Lane, 1996). Sharing information increases internal 
knowledge base which can provide a more accurate assessment of customers, 
competitors and environment in a remote market (Kohli & Jaworski, 1990). Only 
through dissemination can the firm create a shared consensus on the meaning of the 
information and generate plans to deal with this knowledge for the culturally distant 
market (Jaworski & Kohli, 1993).  
Third, market responsiveness is a firm’s proclivity to adapt to markets and act on 
the knowledge it has generated and disseminated accordingly (Hult et al., 2005). The 
firm with market intelligence responsiveness capabilities is able to take actions on 
information about customers, competitors and the external environment in an 
unfamiliar market in a timely manner (Ketchen et al., 2007), which leads to the 
improvement or change of market targeting, and production, distribution, and 
promotion strategies (Kohli & Jaworski, 1990). Accordingly, the firm can effectively 
and efficiently respond to market needs in a way that elicits favorable customer 
responses and loyalty (Kohli & Jaworski, 1990).  
On the other hand, a firm with low level MO may prefer a culturally close market. 
As argued by Davidson (1982, p. 118), when “the firm has little confidence in its ability 
to estimate and predict costs, demand, competition or environmental conditions in 
various markets, it can minimize uncertainty in its selection by choosing markets about 
which it has best information”. First, information flows are relatively less impeded 
between culturally close markets (Brewer, 2001) which can compensate the firm’s 
weakness in capabilities of generating, disseminating and responding to market 
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intelligence. Second, lacking market intelligence in the cultural distant market may 
force the firm to consider entering culturally close markets with priority, because of the 
perceived external uncertainty in the former market (Brouthers & Hennart, 2007). The 
need to adapt products and services to foreign customers is likely to be low in culturally 
close markets. Existing specifications, pricing, marketing and distribution strategies can 
be more readily transferred to these markets. Also managerial uncertainty of local 
conditions will be relatively small in these markets. Third, unfamiliarity with the 
culturally distant market may isolate the firm from clear understanding and monitoring 
of the performance of international business partners, which may result in a high level 
of behavioral uncertainty. Consequently, a firm with low level MO may prefer entering 
a culturally close market that it can easily understand first, then a more distant market 
later. 
Hypothesis 1: The higher the level of MO the firm possesses, the more likely it is to 
choose a culturally distant market. 
MO, IMS and International Performance 
Existing research has constructed that MO affects performance directly. Firms with 
higher MO tend to perform better because they are characterized by their intention to 
deliver superior value to customers (by satisfying their current and future needs and 
wants) on a continuous basis (Slater and Narver, 1998). However MO could also 
influence performance indirectly through its fit with IMS strategy. The strategic fit 
perspective of the RBV (e.g., Barney, et al., 2001; Brouthers et al., 2008; Meyer et al., 
2009; Wu et al., 2007) maintains that organizational success relies on how well a firm’s 
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resources, strategy, and structure fit with, and support, each other. Thus, firms that 
choose international markets based on the level of resources should perform better than 
firms that do not. The importance of fit between resources and contexts and its 
implication on performance is empirically supported by Combs & Ketchen (1999) and 
Brouthers et al. (2008), although MO is not explicitly considered in these studies. We 
propose that the IMS compatible with the level of MO could improve organizational 
performance. As argued above, MO takes into consideration consumers, competitors 
and other stakeholders and institutions in the target market. This allows firms with MO 
resources to have a better capacity for evaluating different situations, draw on their own 
resources to better respond and adapt to the complexity of international business and 
tap into local knowledge bases as a source of innovation, new business ideas and new 
practices to take actions in local market. Therefore, using MO in IMS gives rise to the 
selection of international markets where the firm excels.   
Hypothesis 2: A firm whose international market selection is compatible with its 
level of MO will perform better than that whose international market selection is 
not compatible with its level of MO. 
3. DATA AND METHODOLOGY 
Sampling and Data Collection
Data were collected from exporting manufacturers in Fujian, China. Fujian is one of the 
largest exporting provinces in China with an export volume of US$56.98 billion, 
ranked the 6th in 2008 (NBSC, 2009). A random sample of 600 firms was drawn from 
7,300 firms reported in the Exporting Firms Directory of Fujian Province.  
 16
Many Chinese managers are reluctant to participate in surveys due to fear of 
leaking proprietary information and frequent request by researchers (Zou et al., 2003). 
We employed a high level of personal involvement in order to acquire data. We 
contacted chief executive officers (CEOs)/managing directors (MDs) by telephone to 
explain the purpose of the research, to ask for cooperation and to identify the firm’s 
appropriateness for the study. 501 firms consented to participate and met the criteria 
after multiple telephone calls. Of the 99 firms excluded, 21 could not be contacted due 
to incorrect contact details in the publication, 49 were export intermediaries, 22 refused 
to cooperate and 7 ceased exporting. 
Because measurement constructs were adapted from previous research and 
developed originally in English, a back-translation process was employed to translate 
questionnaire items except for MO into Chinese. The MO scales were already used in 
the Chinese context in other studies including Murray et al. (2007). 
Questionnaires with cover letters and prepaid postage envelopes were mailed to the 
CEOs/MDs of participating firms. We limited the questionnaire to three pages to 
increase the response rate. Initial mailing and two following waves of survey produced 
285 responses. Of these, 55 had excessive missing data and were excluded from the 
analysis. The final data set comprises 230 firms, with a response rate of 45.9% 
comparable with those reported in other research involving Chinese exporting firms 
(e.g., Ellis, 2008). The firms in the sample export to 26 countries (see Appendix A for 
the full list).  
To assess potential non-response bias, we followed Armstrong & Overton (1977) 
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and compared early and late respondents with respect to various firm characteristics 
(i.e., ownership, size, and percentage of export sales) and the construct measures. No 
significant differences between these two groups were found. Thus, we concluded that 
non-response bias was not a significant problem. 
Measures 
Market Orientation 
Various constructs for the key variable – market orientation (MO) were considered. 
Those developed by Kohli et al. (1993) and Narver and Slater (1990) are the most often 
used (Kirca et al., 2005). However, they are developed and utilized generally for the 
context of domestic operation. Following Cadogan et al. (2001), we adopted an 11-item 
scale which is rooted in the mainstream MO studies but with a focus on exporting (see 
Appendix B for details). It is shown to be reliable and valid in the Chinese context 
(Murray et al., 2007). All 11 items were used to capture respondents’ level of agreement 
with the statements on a 7-point scale ranging from “strongly disagree” to “strongly 
agree”. We then combined these into one construct using factor analysis (FA). FA 
ensures that the set of measured items achieves scale unidimensionality (Hair et al. 
2006). The results show all items can be loaded on a single factor with an Eigenvalue of 
6.29.      
Dependent Variables 
Two dependent variables were used: international market selection (IMS) and 
international performance (IP). We distinguish international markets between culturally 
close and culturally distant markets from China. Cultural distance was measured using 
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Hofstede’s (1980) four constructs and Morosini et al.’s (1998) approach which adjusts 
for the lack of variance in the Chinese context. We dichotomized international markets 
by coding culturally close markets as 0 (markets that have cultural distance away from 
China below the mean), and culturally distant markets as 1 (markets that have cultural 
distance away from China above the mean). In the sample, 55.2% (127 firms) selected 
culturally distant markets; the rest (103 firms) chose culturally close markets.  
Accurate objective performance data are frequently unavailable with privately-held 
firms and conglomerate business units (Dess & Robinson, 1984). Subjective 
operationalization is chosen when non-financial performance is concerned or when 
objective financial measures are unavailable (Brouthers et al., 2003). Scholars 
emphasize the use of composite (Hult et al., 2008; Zou & Cavusgil, 2002) or multi-item 
(Katsikeas et al., 2000; Lages & Lages, 2004) measures of IP due to their importance 
and applicability. Perceptual measures of overall success of international business or 
success in achieving organizational goals have been recommended by Cavusgil & Zou 
(1994) and Darroch et al. (2004), among others. Following Katsikeas et al. (2000), we 
used a 4-item scale to measure the respondents’ levels of agreement with statements 
concerning the achievement of several objectives in the firm’s most important 
international market2 in the last three years (see Appendix B for details). All items 
were aggregated to one construct using FA and the result is a single factor with an 
Eigenvalue of 4.99.  
                                                        
2 We asked only the information about the firm’s most important international market because our focus was on its 
deliberate strategic decision of which international market to do business in and we tried to exclude those which 
were likely to be based on unsystematic decisions. As observed by Ellis and Pecotich (2001) and Alexander et al. 
(2007), among others, many of the firms’ IMS decisions are not based on objective information gathered 
systematically through market research. We’d like to think the firm’s most important international market is the 
result of firm’s rational decision.   
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Control Variables  
Factors that may influence a firm’s IMS and IP were controlled for. In IMS analysis, the 
variables include ownership, size, exporting experience (Andersen & Buvik, 2002; 
O'Farrell & Wood, 1994), international experience (Erramilli, 1991), industry type 
(Andersen & Buvik, 2002), export dependence ( Brouthers & Nakos, 2005), and export 
channel modes (Klein et al., 1990) as well as transaction cost factors (asset specificity, 
external uncertainty, behavioral uncertainty, frequency). In IP analysis, we controlled 
for ownership, size, export experience, degree of internationalization, industry type, 
export channel mode, R&D (Katsikeas et al., 2000), and external uncertainty (Jaworski 
& Kohli, 1993). See Appendices B and C for detailed description of variable 
measurements.  
Common methods variance (CMV) 
All information was collected from the same respondent of an organization at the same 
time. We took measures to control common method variance (CMV) problem 
(Podsakoff et al., 2003; Podsakoff & Organ, 1986). First, some items were deliberately 
reverse-scaled to avoid the occurrence of response patterns affecting data accuracy. 
Second, dependent variable, IMS, can be independently verified from other sources and 
is “objective” in nature. Third, independent and dependent variables are not similar in 
content. Fourth, multiple scales were used to catch cognitive independent constructs 
such as performance. Harmon’s one-factor test was used to assess whether a single 
latent factor accounted for all the manifest variables. After entering all variables into a 
factor analysis, the result showed a 14-factor solution in which the largest factor 
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explained only 22.98% of the variance. Finally, we used confirmation factor analysis 
(CFA), following Morgan et al. (2004), to test a single-factor model. As shown in 
Appendix B, the CFA model results in the fit indices: Tucker-Lewis Index = 0.413; 
Comparative Fit Index = 0.478; Incremental Fit Index = 0.484; Root Mean Square 
Error of Approximation = 0.152. These measures suggest a poor model fit. So both tests 
indicate that CMV alone is unlikely to explain observed relationships between variables 
in this study.  
Construct validity 
Construct validity of instruments was established during development process by 
excluding variables and items considered irrelevant by the researchers (Cavusgil & Zou, 
1994). Following Anderson and Gerbing (1988), we also assessed construct validity 
with CFA. Appendix B reports the results of validity analysis. The standardized factor 
loadings (SFLs) for each indicator on its respective constructs were statistically 
significant and sufficiently larger than the 0.50 benchmark, all composite reliabilities 
(CRs), ranging from 0.775 to 0.905, are greater than the 0.70 benchmark and the 
average variance extracted (AVE) indices are greater than or close to the 0.50 
benchmark, as suggested by Hair et al. (2006). Thus, these measures demonstrate 
adequate construct validity and reliability. 
We assessed discriminate validity of measures in two ways. First, we conducted six 
pairwise tests for all the scales to examine the chi-square difference and to determine 
whether the freely estimated model (in which the correlation was estimated without 
restriction) fitted the data significantly better than the restricted model (in which the 
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correlation was fixed at 1.0). All chi-square differences are highly significant, providing 
evidence of discriminant validity (Anderson & Gerbing, 1988). Second, we calculated 
shared variance between all possible pairs of constructs to determine whether they were 
lower than the AVEs for the individual constructs. The results indicated that for each 
construct the AVE was much higher than its highest shared variance with other 
constructs (HSV), providing additional support of discriminant validity (Fornell & 
Larcker, 1981). Overall, these results show that measures used in the study possess 
satisfactory reliability and validity. Table 1 reports descriptive statistics and correlation 
matrix for the main variables.   
(Insert Table 1 here) 
4. RESULTS  
To test Hypothesis 1, we employed hierarchical binary logistic regression analysis since 
dependent variable, IMS, is a binary variable. Two logistic models were estimated. The 
first is base model to establish a baseline against which the added contribution of MO 
could be assessed. MO is added as the independent variable in the second model, the 
MO model. Results are presented in Table 2. 
(Insert Table 2 here) 
Both models indicate a high level of explanatory power. The base model explains 
32.2% of the variance in IMS and correctly classifies 66.5% of the sample. The MO 
model explains 39.7% of the variance and correctly classifies 74.8% of the sample. So, 
the addition of MO increases 7.5% of explained variance. Higher level of MO is 
significantly associated with choosing a culturally distant market over a culturally close 
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market (p <0 .01). This supports Hypothesis 1.  
With regard to control variables, both models produce consistent results. Private 
and foreign ownership, export experience, degree of internationalization, export hybrid 
channel, and export frequency are all significantly related to selection of a culturally 
distant market over a culturally close market. Export hybrid channel, R&D and external 
uncertainty are found to be statistically significantly related to select a culturally close 
market. 
To test the performance implications of the strategic fit between MO and IMS, we 
followed Brouthers et al. (2003, 2008) and employed a two-stage regression analysis. In 
the first stage, we obtained Predicted Fit variable pertaining to the MO model by 
identifying the predictors of the decision related to IMS using logistic analysis and 
determining whether firms make the theoretically predicted IMS or not. The variable is 
allocated the value of 1 when firms make the IMS as predicted by the MO model, and 0 
otherwise.  
In the second stage, we used the structure equation modeling with a maximum 
likelihood estimation method to investigate the effect of Predicted Fit variable on IP. 
Recently, researchers call for attention to address the self-selection problem in 
performance research (Hult et al., 2008). Strategy choice is endogenous and 
self-selected based on firms’ own attributes and industry conditions. Overlooking this 
may lead the empirical model to be misspecified and results misleading (Brouthers et 
al., 2003, 2008; Shaver, 1998). We added the self-selection correction variable in the 
models employing Heckman’s 2-step procedure. The variable was calculated from the 
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estimated parameters of each selection equation. As such, MO in the model was 
employed to estimate the relevant inverse Mills ratio on the base of a set of probit 
regressions.  
(Insert Table 3 here) 
Table 3 shows the results of two models. The base model contains MO and the 
self-selection correction variables in addition to control variables for IP. The MO model 
also includes a Predicted Fit variable. This variable is positive and statistically 
significant, thus Hypothesis 2 is supported. Firms align MO resources and capabilities 
to IMS are able to leverage this to their advantage to improve its international 
performance. MO is also positive and statistically significant, which is in line with 
findings in previous MO-performance research. Most previous studies only model a 
direct relationship between MO and performance. Our results here suggest that a firm’s 
MO affects its performance both directly as one of internal resources and capabilities 
and indirectly through the impact on firm’s strategic decision - IMS. Firms with MO 
select an international market at a cultural distance can enjoy superior performance 
through lowering transaction costs and taking advantage of market opportunities.  
Finally, concerning control variables, R&D leads to a higher level of IP, and 
external uncertainty is negatively linked to IP. However, the self-selection correction 
variable does not appear to be statistically significant.  
5. DISCUSSION AND CONCLUSION  
Overall, the findings lend strong support to the importance of market orientation in 
international market selection and international performance and contribute to the 
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literature in two ways. First, this research adds to the growing literature that attempts to 
bridge a firm’s resources and the context/structure where these resources are located 
(e.g. Brouthers et al., 2003, 2008) by explicitly introducing MO into the framework. 
Building on the RBV, we suggest that the selection of an appropriate international 
market, a matter of strategic business choice (Leonidou & Theodosiou, 2004), should 
be guided and influenced by the firm’s market-oriented philosophy and activities. 
Market-oriented firms can lower transaction costs when entering into a culturally 
distant market by means of reducing information asymmetry and opportunistic 
behaviors, and decreasing risks and uncertainty.  
Second, unlike past MO studies that link MO directly to performance, building on 
the resource-structure-performance perspective, we also investigate the synergistic 
effect of MO and IMS strategy on performance. MO’s impact on performance can be 
manifest through MO-IM interaction. When firms expand abroad they need to consider 
the level of MO they possess, and an appropriate alignment between MO and IMS is 
crucial for a firm’s international success.  
This research has managerial implications. First, more often than not, firms do not 
enter into an international market n the basis of a formal, systematic approach. This is 
likely to be the seed for poor performance. In light of the findings, the study suggests 
that the marketing concept, MO, should be an essential part of a firm’s philosophy and 
activities in the process of IMS. Firms need to develop MO and to evaluate the level of 
MO they possess when making IMS decision. High level of MO will enable them to 
explore culturally distant markets for market opportunities. Market-oriented firms 
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should generate, disseminate and react to information on an international basis. 
Resources therefore should be allocated to foster, develop and emphasize MO. What is 
the process of doing so is beyond the scope of current research. The instruments used in 
this research could be used as a check list for managers to measure firm’s MO or 
propose organizational change towards MO. In addition, there is an emerging set of 
literature which tries to uncover internal processes of understanding and implementing 
MO. For example, Jaworski & Kohli (1993) suggest, to foster MO, the firm should 
increase interdepartmental connectedness and decrease the level of organizational 
formalization, centralization, and departmentalization. Zhou et al. (2005) argue strong 
organizational group culture and managers’ positive attitude towards change are 
beneficial to developing MO and leadership quality is pivotal in MO implementation. 
Second, MO is one of the key organizational resources and capabilities on which a 
firm’s competitive advantage rest and can help transform performance. Moreover, a 
firm’s performance can be further improved through the matching of MO and IMS. The 
practitioners should understand that the high level of MO not only impacts directly and 
positively on international performance, but also further enhances performance when it 
is positioned in such a structure as culturally distant international markets to home. 
However, if a firm’s internal competencies do not include MO, it should enter culturally 
close international markets where products and services can be introduced with few 
modifications.  
The results obtained from our study can be particularly helpful from the 
perspective of Chinese managers. MO is still a novel concept for Chinese firms and 
 26
they are latecomers in international competition. IMS poses challenges for these 
businesses. Our findings provide managers with a deeper understanding of how to 
select an international market and achieve superior international performance. It is 
desirable for Chinese firms implementing internationalization strategy to pay particular 
attention to their own level of MO and the configuration of international market 
according to their MO. When selecting which market to expand into, bundling with MO 
will help firms perform well.  
This study is subject to a few limitations which also reveal directions for future 
research. First, a widely cited measure - Hofstede’s (1980) cultural difference 
dimensions is employed, however, this measure may not represent the underlying 
dimensions of the entire construct of international market selection and does not deal 
with country difference in language, religion, education, political and legal system, or 
levels of industrial development (Dow, 2000). Further work should establish more 
delicate and effective scales to capture the factors contributing to this construct.  
Second, cross-sectional rather than longitudinal data are employed. Cross-sectional 
data explore what is happening at a certain time point and are incapable of fully 
capturing the dynamic processes of MO and IMS. MO is not a static notion. A firm 
must have in place strong organizational systems for developing and renewing these 
resources and capabilities. Future research should employ a longitudinal method to 
investigate the dynamic development and evolution of MO of firms and their 
corresponding effects on IMS and IP.  
Third, our findings were obtained from Chinese exporting firms. To what extent 
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can these results be generalized to firms from other emerging or transitional economies 
is not known. There is a need to replicate the study to determine whether the findings 
hold for firms from other emerging markets. 
Finally, this research is restricted to the IMS decision of the exporting firms’ most 
important international markets in order to focus on their systematic choices. However, 
it is possible some firms are market oriented in more than one international market. A 
better overview of multiple international markets would help to determine the 
generalizability of the findings. 
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APPENDIX A: List of Destination Countries 
The firms in the sample export to 26 countries: Australia, Canada, Denmark, Egypt, 
France, Germany, Hong Kong, India, Indonesia, Iran, Italy, Japan, Malaysia, 
Netherlands, Panama, Russia, Saudi Arabia, Singapore, South Korea, Spain, Sweden, 
Switzerland, Taiwan, Thailand, the UK and US. 
 
APPENDIX B: Item Measure and Validity Assessment 
Item SFL 
Market Orientation: CR = 0.871, AVE = 0.616, HSV = 0.242 
Market intelligence generation: CR = 0.872, AVE = 0.631 
We generate a lot of information concerning trends (e.g., regulations, 
technological developments, and political and economic trends) in export 
markets. 
0.785 
We constantly monitor the level of commitment and orientation to serve 
overseas customers’ needs and preferences. 
0.755 
We periodically review the likely effects of changes in export environment 
(e.g., regulation, technology). 
0.817 
We generate a lot of information in order to understand the forces which 
influence overseas customers’ needs and preferences. 
0.819 
Market intelligence dissemination: CR = 0.825, AVE = 0.546 
Too much information concerning our export competitors is discarded 
before it reaches decision-makers. 
0.787 
Information which can influence the way we serve overseas customers 
takes a long time to reach export personnel. 
0.757 
Information about our export competitors’ activities often reaches relevant 
personnel too late to be of any use. 
0.712 
Important information concerning export market trends (regulation, 
technology) is often discarded before it reaches decision makers. 
0.696 
Market intelligence responsiveness: CR = 0.860, AVE = 0.689 
If a major competitor was to launch an intensive campaign targeting 
overseas customers, we would respond immediately. 
0.737 
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We are quick to respond to significant changes in our competitors’ price 
structures in overseas markets. 
0.870 
We respond rapidly to competitive actions that threaten us in export 
markets. 
0.876 
International Performance: CR = 0.905, AVE = 0.712, HSV = 0.088 
Our most important market has been profitable during the past three years. 0.710 
Our most important market has achieved rapid sales growth during the past 
three years. 
0.839 
Our most important market has satisfactory export performance during the 
past three years. 
0.918 
Our most important market has achieved our company’s initial strategic 
objectives during the past three years. 
0.892 
Asset Specificity: CR = 0.837, AVE =0 .565, HSV = 0.242 
To be effective, a salesperson has to take a lot of time to get to know the 
customers. 
0.743 
It takes a long time for a salesperson to learn about our products 
thoroughly. 
0.655 
To be effective, a salesperson has to take a lot of time to get to know our 
competitors and their products. 
0.862 
A specialized sales effort is needed to market a product line. 0.731 
External Uncertainty: CR = 0.775, AVE = 0.477, HSV = 0.048 
Easy or Difficult to monitor trends 0.719 
Sales forecasts are accurate or inaccurate 0.797 
Easy or Difficult to gauge competition 0.564 
The market is well known to us or not 0.663 
Goodness-of-fit: ?2(221)=411.861 p<0.000; IFI=0.933; TLI=0.923; CFI=0.933; and 
RMSEA=0.061. 
Notes: Sample size = 230; SFL = standardized factor loading; CR = composite 
reliability; AVE = average variance extracted; HSV = highest shared variance with 
other constructs; IFI = incremental fit index; TLI = Tucker-Lewis index; CFI = 
comparative fit index; RMSEA = Root mean square error of approximation. 
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Appendix C: Control Variable Measurements 
Variable Description 
Ownership Firms classified into four categories according to their 
ownership structure: state-owned enterprises (SOEs), 
private firms, foreign firms and others. Three dummy 
variables were created and each was set to be 1 if the 
firm’s ownership matches the variable and 0 
otherwise. 
Size The number of employees. 
Export experience The number of years of participation in exports. 
Degree of internationalization  The number of markets to which the firm exports. 
Export dependence The ratio of exports to total sales. 
Export channel modes Measures of export channel modes developed by 
Klein et al. (1990) were used which include three 
options (hierarchical exchange, market exchange, and 
hybrid exchange). Respondents were asked to identify 
which of the descriptions best matches their export 
arrangements. Export channel modes were coded as 
dummy variables.  
Asset specificity A four-item scale (see Appendix B) adapted from 
Shervani et al. (2007). 
R&D Percentage of R&D to total revenue in the past year. 
Internal uncertainty A single-item scale (Zhou & Poppo, 2010) which 
asked respondents to indicate the ease of measuring 
the performance of those individuals who undertook 
the exporting function. 
External uncertainty A four-item semantic differential scale (see Appendix 
B) adapted from Shervani et al.’s (2007). 
Frequency Drawing on Klein et al. (1990), frequency (channel 
volume) was measured by the value for the firm’s 
annual exports to the most important market. 
Industry dummies  Industry dummies were created based on Standard 
Industrial Classification of Chinese Export 
Commodities (MOFCOM, 2008). Firms were 
classified into five categories: Domestic articles 
industry; Electrical & electronic industry; Clothing 
industry; Food industry and others. 
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Table 2: Logistic Regressions for International Market Selection  
 Base Model  MO Model  
   
Market orientation  0.874*** 
(0.998) 
Ownership:  
SOEs 
 
-0.079 
(10.037) 
 
-0.096 
(10.037) 
Private firms 0.240** 
(0.522) 
0.284** 
(0.530) 
Foreign firms 0.315** 
(0.522) 
0.348** 
(0.526) 
Size 0.000 
(0.000) 
0.000 
(0.000) 
Export experience 0.137** 
(0.028) 
0.137** 
(0.028) 
Degree of internationalization 0.108** 
(0.013) 
0.108** 
(0.013) 
Export dependence -0.391 
(0.857) 
-0.390 
(0.857) 
Export channel mode  
Hierarchical 
 
-0.370** 
(0.495) 
 
-0.271** 
(0.538) 
Hybrid 0.182** 
(0.493) 
0.142** 
(0.508) 
Transaction costs variables: 
Asset specificity 
 
0.052 
(0.119) 
 
0.062 
(0.121) 
R&D -0.958*** 
(10.761) 
-10.029*** 
(10.767) 
External uncertainty -0.142** 
(0.130) 
-0.158** 
(0.135) 
Internal uncertainty 0.077 
(0.110) 
0.075 
(0.110) 
Frequency 0.730*** 
(0.891) 
0.716*** 
(0.892) 
Industry dummies  included included 
Chi-square 70.926** 100.148** 
Nagelkerke R2  0.322 0.397 
Percent correctly classified 66.5% 74.8% 
N=230; Standard errors in parentheses; * p<0.10, **p<0.05, ***p<0.01, based on Wald test.
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Table 3: Standardized Structural Equation Model for International Performance 
 Base Model MO Model 
Predicted fit  0.196** 
(2.127) 
Market orientation 0.135** 
(1.811) 
0.132** 
(1.767) 
Self-selection correction 0.104 
(.937) 
-0.001 
(-.139) 
Ownership: 
  SOEs 
 
-0.063 
(-.831) 
 
-0.047 
(-.657) 
  Private firms 0.129 
(1.103) 
0.150 
(1.680) 
  Foreign firms 0.031 
(0.275) 
0.026 
(0.488) 
Size 0.009 
(0.125) 
0.013 
(0.422) 
Export experience -0.124 
(-1.640) 
-0.117 
(-1.529) 
Degree of internationalization 0.127 
(1.533) 
0.095 
(1.157) 
Export channel mode 
  Hierarchical 
 
0.151 
(1.286) 
 
0.116 
(2.054) 
  Hybrid  -0.076 
(-0.719) 
-0.103 
(-0.518) 
R&D 0.154** 
(2.219) 
0.176*** 
(2.574) 
External uncertainty -.177** 
(-2.319) 
-0.144** 
(-2.524) 
Industry dummies included included 
R2  0.221 0.232 
Goodness-of-fit: 
Based model: ?2(50)= 52.235, p=0.386, IFI=0.999, TLI=0.996, CFI= 0.999, RMSEA=0.014. 
MO model: ?2(69)= 79.599, p=0.180, IFI=0.995, TLI=0.984, CFI=0.995, RMSEA=0.026. 
N=230; t-value in parentheses;* p<0.10; ** p<0.05; *** p<0.01. 
 
